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1 The ‘‘head of each Federal department or agency
engaged in procurement for the national defense’’
is defined as the head of each of the departments
and agencies listed in Exec. Order No. 10789 (1958),
consisting of the following Departments: Defense,
Army, Navy, Air Force, Treasury, Interior,
Agriculture, Commerce, Transportation, Nuclear
Regulatory Commission, General Services
Administration, National Aeronautics & Space
Administration, Tennessee Valley Authority,
General Printing Office, and Federal Emergency
Management Agency. Exec. Order No. 10789, 23 FR
8897 (1958), as amended.

2 A similar provision was formerly set forth in
Section 302(c) of Exec. Order No. 10480 (1953).
Exec. Order No. 10480 was revoked by Exec. Order
No. 12919 (1994).

(Approved by the Office of Management and
Budget under control number 0579–0013)

Done in Washington, DC, this 4th day of
October 1996.
A. Strating,
Acting Administrator, Animal and Plant
Health Inspection Service.
[FR Doc. 96–25931 Filed 10–8–96; 8:45 am]
BILLING CODE 3410–34–P

FEDERAL RESERVE SYSTEM

12 CFR Part 245

[Regulation V; Docket No. R–0928]

Loan Guarantees for Defense
Production

AGENCY: Board of Governors of the
Federal Reserve System.
ACTION: Final rule.

SUMMARY: The Board is repealing its
Regulation V on loan guarantees for
defense production as obsolete. This
action does not represent any policy
change, but rather eliminates an
outmoded regulation and reduces
regulatory burden.
EFFECTIVE DATE: October 9, 1996.
FOR FURTHER INFORMATION CONTACT:
Oliver Ireland, Associate General
Counsel (202–452–3625), Heatherun
Allison, Attorney (202–452–3565), Legal
Division; for users of the
Telecommunications Device for the Deaf
(TDD) only, Dorothea Thompson (202–
452–3544); Board of Governors of the
Federal Reserve System, Washington,
DC 20551.

SUPPLEMENTARY INFORMATION:

I. Background
Pursuant to Section 303 of the Riegle

Community Development and
Regulatory Improvement Act of 1994,
requiring the Board of Governors of the
Federal Reserve System (the Board) to
conduct a review of its regulations and
written policies in order to improve
efficiency, reduce unnecessary costs,
eliminate unwarranted constraints on
credit availability, and to remove
inconsistencies and outmoded and
duplicative requirements, the Board
proposed to repeal Regulation V,
concerning the loan guarantee program
under the Defense Production Act of
1950 (50 U.S.C. app. 2061) (the Act).
The Board requested public comment
on this proposed regulatory change on
May 28, 1996 (61 FR 26471). Board staff
also solicited the views of the
guaranteeing departments and agencies
(as defined in the Act) consistent with
Executive Order 12919 (June 3, 1994)
and Executive Order 10789 (November

14, 1958) (as amended), implementing
the Act.

Authority for Regulation V
The Board promulgated Regulation V

(12 CFR 245) pursuant to the Act ‘‘to
facilitate the financing of contracts or
other operations deemed necessary to
national defense production.’’ Section
301(a)(1) of the Act allows the President
to authorize ‘‘guaranteeing agencies’’ to
enter into guarantees with public or
private financing institutions
concerning contracts ‘‘deemed by the
guaranteeing agency to be necessary to
expedite or expand production and
deliveries or services under Government
contracts for the procurement of
industrial resources or critical
technology items essential to the
national defense, or for the purpose of
financing any contractor, subcontractor
or other person in connection with or in
contemplation of the termination, in the
interest of the United States, of any
contract made for the national defense;
* * * .’’ Section 301(a)(1) of the Act
defines ‘‘guaranteeing agencies’’ as the
Department of Defense, the Department
of Energy, the Department of Commerce,
‘‘and such other agencies of the United
States engaged in procurement for the
national defense as he may designate.’’

Exec. Order No. 12919 (1994)
provides that ‘‘the head of each Federal
department or agency engaged in
procurement for the national defense
* * * and the President and chairman
of the Export-Import Bank of the United
States’’ is authorized to guarantee public
or private financing institutions as
provided in Section 301 of the Act.1 In
furtherance of this authorization, Exec.
Order No. 12919 provides that ‘‘The
Board of Governors of the Federal
Reserve System is authorized, after
consultation with heads of guaranteeing
departments and agencies, the Secretary
of the Treasury, and the Director, OMB,
to prescribe regulations governing
procedures, forms, rates of interest, and
fees for [loan] guarantee contracts.’’
Exec. Order No. 12919, 59 FR 29525
(1994).2 The Board exercised this

authorization in implementing
Regulation V in the 1950s. Regulation V
was modified and streamlined in 1979.

Purpose of Regulation V
The loan guarantee provisions of the

Act were intended to permit defense
agencies to enter into defense-related
contracts without regard to whether
appropriations had been made for the
underlying projects. Without the
appropriations, defense agencies would
lack the legal authority to make progress
payments to defense contractors.
Without progress payments, contractors
would not have the working capital to
perform their contracts unless they
could obtain financing from private
banking institutions, which might be
reluctant to lend for the performance of
contracts if the funds for the contract
had not been appropriated. Thus, while
the Act contemplates that defense-
contract funding would be obtained
from private banks, the loan guarantees
provisions of the Act would enable the
funding and therefore the continued
production of items deemed necessary
to the national defense by ensuring
private banks of repayment when the
contract was completed. Regulation V
sets forth applicable procedures, forms,
fees, charges and rates of interest for
these loan guarantees, in which a
Federal Reserve Bank acts as the fiscal
agent of one or more specified federal
departments or agencies for the
guarantee by that department or agency
of a defense production loan made by a
private financing institution.

Decline in Use of Regulation V
The Act and the Executive Orders

implementing it have periodically
expired and subsequently been
reauthorized. However, in 1975, the Act
was amended to make the guarantee
provisions unnecessary for most
practical purposes. These amendments
provided that ‘‘all authority hereby or
hereafter extended under title III
[relating to expansion of productive
capacity and supply, including loan
guarantee provisions] shall be effective
for any fiscal year only to such extent
or in such amounts as are provided in
advance in appropriation Acts.’’ 50
U.S.C. app. 2166(a). Thus, under the
1975 amendments, defense agencies that
have authority to authorize loan
guarantees have authority to do so only
if funds have been appropriated for the
contract in question. Once funds have
been appropriated, however, there is
little need for the guarantee, because the
appropriated funds can be paid timely
in accordance with the defense
contracts. Notwithstanding the 1975
amendments, the loan guarantee
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provisions of the Act were not deleted.
No loan guarantees are currently
outstanding and no applications for loan
guarantees have been filed for several
years.

Repeal of Regulation V

Repealing Regulation V will achieve
the objectives of Section 303 of the
Riegle Community Development and
Regulatory Improvement Act of 1994 by
improving efficiency and removing
outmoded requirements while at the
same time not adversely affecting the
abilities of any parties to participate in
a loan guarantee should the need arise.
Repealing Regulation V will not affect
the existence or availability of the loan
guarantee program as provided by the
Act. Although the 1975 amendments to
the Act make it unlikely that a loan
guarantee application will be filed, the
Board and the Federal Reserve Banks
will be able to perform their fiscal
agency and application coordination
responsibilities under the Act in the
event such an application is filed using
fiscal agency procedures already in
place in other contexts and on a case-
by-case basis.

II. Overview of Comments Received

The Board received 5 comment letters
on the proposal. The comment letters
consisted of 4 letters from Federal
Reserve Banks and one letter from the
National Aeronautics and Space
Administration. In addition, in response
to its solicitation of the views of
‘‘guaranteeing agencies’’ under the Act,
the Board received a letter from the
United States Government Printing
Office and a letter from the Department
of Agriculture. All commenters
expressed support for the proposal.

III. Description of the Final Rule

The final rule deletes 12 CFR 245 as
obsolete.

IV. Regulatory Flexibility Act

Pursuant to section 605(b) of the
Regulatory Flexibility Act, the Board
hereby certifies that this final rule will
not have a significant economic impact
on a substantial number of small
entities. The final rule does not impose
any requirements, but rather deletes an
outmoded regulation as obsolete.

V. Paperwork Reduction Act of 1995

In accordance with the Paperwork
Reduction Act of 1995 (44 U.S.C. Ch.
3506; 5 CFR 1320 Appendix A.1), the
Board reviewed the rule under the
authority delegated to the Board by the
Office of Management and Budget. No
collections of information pursuant to

the Paperwork Reduction Act are
contained in the final rule.

List of Subjects in 12 CFR Part 245

Federal Reserve System, Government
contracts, Loan programs-National
defense, National defense.

For the reasons set forth in the
preamble, and in accordance with its
authority under 50 U.S.C. app. 2061 et
seq., the Board of Governors of the
Federal Reserve is amending Title 12 of
the Code of Federal Regulations,
Chapter II as follows:

PART 245—[REMOVED]

1. Part 245 is removed.
By order of the Board of Governors of the

Federal Reserve System, October 3, 1996.
William W. Wiles,
Secretary of the Board.
[FR Doc. 96–25867 Filed 10–8–96; 8:45 am]
BILLING CODE 6210–01–P

DEPARTMENT OF TRANSPORTATION

Federal Aviation Administration

14 CFR Part 39

[Docket No. 95–ANE–68; Amendment 39–
9743; AD 96–18–17]

RIN 2120–AA64

Airworthiness Directives; AlliedSignal
Inc. TSCP700–4B, –4E, and –5
Auxiliary Power Units

AGENCY: Federal Aviation
Administration, DOT.
ACTION: Final rule.

SUMMARY: This amendment adopts a
new airworthiness directive (AD),
applicable to AlliedSignal Inc. (formerly
Garrett) TSCP700–4B, –4E, and –5
auxiliary power units (APUs), that
requires removal from service of certain
high pressure turbine (HPT) disks
identified by serial number, and
replacement with serviceable parts. This
amendment is prompted by the
discovery of a material defect in certain
HPT disk forgings that may result in
HPT disk rupture prior to reaching the
disk cyclic life limit. The actions
specified by this AD are intended to
prevent an HPT disk rupture.
DATES: Effective December 9, 1996.

The incorporation by reference of
certain publications listed in the
regulations is approved by the Director
of the Federal Register as of December
9, 1996.
ADDRESSES: The service information
referenced in this AD may be obtained
from AlliedSignal Engines, P.O. Box

52181, Phoenix, AZ 85072–2181;
telephone (800) 338–3378, fax (602)
231–4402. This information may be
examined at the Federal Aviation
Administration (FAA), New England
Region, Office of the Assistant Chief
Counsel, 12 New England Executive
Park, Burlington, MA; or at the Office of
the Federal Register, 800 North Capitol
Street, NW., suite 700, Washington, DC.
FOR FURTHER INFORMATION CONTACT:
Robert Baitoo, Aerospace Engineer, Los
Angeles Aircraft Certification Office,
FAA, Transport Airplane Directorate,
3960 Paramount Blvd., Lakewood, CA
90712–4137; telephone (310) 627–5245;
fax (310) 627–5210.
SUPPLEMENTARY INFORMATION: A
proposal to amend part 39 of the Federal
Aviation Regulations (14 CFR part 39) to
include an airworthiness directive (AD)
that is applicable to AlliedSignal Inc.
(formerly Garrett) Models TSCP700–4B,
–4E, and –5 auxiliary power units
(APUs) was published in the Federal
Register on March 26, 1996 (61 FR
13113). That action proposed to require
removal from service of certain high
pressure turbine (HPT) disks identified
by serial number, and replacement with
serviceable parts, prior to accumulating
7,500 cycles since new (CSN), or 3 years
after the effective date of this AD,
whichever occurs first. The actions are
required to be accomplished in
accordance with AlliedSignal Aerospace
Service Bulletin (SB) No. TSCP700–49–
A7168, dated November 7, 1995.

Interested persons have been afforded
an opportunity to participate in the
making of this amendment. Due
consideration has been given to the
comments received.

Four commenters support the rule as
proposed.

After careful review of the available
data, including the comments noted
above, the FAA has determined that air
safety and the public interest require the
adoption of the rule as proposed.

There are approximately 31 APUs of
the affected design in the worldwide
fleet. The FAA estimates that 20 APUs
installed on aircraft of U.S. registry will
be affected by this AD, that it will take
no additional work hours if the disk is
replaced during overhaul. The
manufacturer has advised the FAA that
they will supply required parts at no
charge to the operator. The FAA has
therefore determined that this AD will
impose no additional cost on U.S.
operators.

The regulations adopted herein will
not have substantial direct effects on the
States, on the relationship between the
national government and the States, or
on the distribution of power and
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